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THE CONSUMER DURABLE GOODS SITUATION
Changes in production and sales of con-
sumer durable goods have been important
influences on over-all business developments
since mid-1950. Very high rates of buying
reached during the second half of 1950, ac-
companied by sharply advanced levels of pro-
duction, were followed in the first half of
1951 by marked declines in consumer pur-
chases. Output, although reduced after
March, continued above retail sales and there
was a rapid accumulation of inventories.
Since mid-1951 production of consumer dur-
able goods has been curtailed considerably
further, owing partly to reduced availability
of materials. At the same time retail sales
have picked up moderately and inventories
have shown some reduction. Production
and inventories of various consumer non-
durable goods have also been reduced from
earlier peak levels. These shifts since the
early part of the year have occurred at a time
when personal incomes—reflecting expand-
ing defense and capital equipment programs
—have continued to rise moderately and have
been high in relation to total retail sales, as
shown in the chart.
Manufacturers' list prices of most con-
sumer goods have been maintained at the
ceiling levels established in January. Whole-
sale price ceilings on new passenger auto-
mobiles were raised in March and again in
September and now average 8 per cent higher
than in January. There have been extensive
promotions of goods at special prices, how-
ever, and these have been a factor in stimu-
lating consumer buying during recent
months. Unit purchases of durable goods
and apparel have probably increased some-
what more than the dollar volume of retail
sales. In the case of foods, buying and
prices have been sustained at record levels.
Prices of cotton, hides, and various other ma-
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NOTE.—Department of Commerce series converted to in-
dexes on 1947-49 base by Federal Reserve. Inventories are
end-of-month data. Latest figures are for August.
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terials used mainly by the consumer goods
industries declined sharply during the spring
and summer from the highs reached early
in the year. Since mid-September prices of
materials have shown selective advances, re-
flecting some increase in business demands
and a more restricted volume of offerings by
producers.
During the recent period of readjustment
in consumer goods industries, activity, in-
comes, and expenditures in most other major
sectors of the economy have been maintained
or have exceeded earlier peak rates. Total in-
dustrial production in September is indicated
to be only slightly below the high level of
the first half of the year, as the curtailments
in output of consumer goods have been
largely offset by increases in production of
munitions and capital equipment. While
the number of new dwelling units started
since March has been about one-third below
the same period last year, there have been
further marked increases in new plant con-
struction. Wage rates have continued to ad-
vance, and unemployment in early Septem-
ber was at about the lowest level since 1945.
CONSUMER DEMAND DEVELOPMENTS
The falling off early this year in demands
for consumer durable goods—notably appli-
ances, television, and new automobiles—re-
flected a number of influences. Some were
of a temporary character such as the pushing
forward of purchases resulting from earlier
fears of shortages and, for certain items, the
greatly advanced levels of prices reached for
a time. After such an upsurge in prices as
occurred in 1950, a certain amount of buyer
resistance was to be expected as the new price
levels were tested—especially when it became
apparent that heavy accumulations of busi-
ness inventories were developing. Moreover,
the establishment of general direct price con-
trols and tighter credit conditions contrib-
uted to the abatement in demands generally.
Of considerable significance also for inter-
pretation of the reduced rate of consumer
buying of goods this year was the fact that
consumers had become better stocked and
housed than in any preceding period. The
accelerated rate of consumer buying after the
Korean outbreak came on top of large-scale
spending for goods throughout most of the
period following World War II. This buying
reflected large deferred demands and various
other influences, including a rapid increase
in the number of new households. Con-
sumer expenditures for goods alone were a
larger proportion of personal disposable in-
come than at any time in the previous two
decades. The proportion in the three years
1947-49 averaged 67 per cent as compared
with a high before World War II of 61 per
cent. Expenditures for services meanwhile
remained at relatively low rates, reflecting
in part Federal controls on rents and a lag-
ging adjustment in prices of other services.
This year the proportion of disposable in-
comes going for goods has fallen off to 61
per cent during the second and third quar-
ters. The proportion spent on services
has been maintained. Rents and prices of
other essential services are now higher as
compared with 1948 than is the case for retail
prices of goods. Larger consumer outlays
are necessary to service and maintain the
record volume of major durable goods and
housing now in the hands of consumers.
These include expenditures on various mis-
cellaneous goods, such as gasoline and parts,
and on such services as repairs, insurance,
and taxes.
Consumer savings have increased this year,
both in aggregate and as a percentage of in-
come, and this reflects in part higher pay-
ments on consumer short-term and mortgage
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debt. Consumers have also considerably in-
creased their savings in liquid form as in-
dicated, for example, in increasing time
deposits and savings and loan shares.
An unusual aspect of the shift in the con-
sumer demand situation was its limited
downward impact on the economy generally.
While heavy inventories had accumulated
and the rise in consumer incomes had slowed
down, expenditures for defense and capital
equipment were continuing to expand. It
was widely expected that further growth in
defense activity would soon result in a
reversal of the situation in the consumer
goods field. Increases in incomes from ex-
panding employment and hours worked in
defense activities and from further advances
in wage rates were counted on to more than
offset decreases resulting from reduced work-
ing time in nondefense lines, while further
curtailments in consumer goods output were
expected to result from material shortages.
SUPPLIES OF CONSUMER GOODS
The extraordinary levels of demand for
consumer goods reached in mid-1950, in-
spired by prospects of shortages and of rising
prices, resulted in a very sharp expansion
in output of finished consumer goods and of
materials and parts for their production—in-
cluding many nondurable items as well as
most durable goods. The inauguration of
the expanded defense program in the sum-
mer of 1950 was widely heralded to mean
marked curtailments before the end of the
year in output for civilians. Contrary to
these expectations, output of consumer goods
was generally maintained at record levels
up to the spring of this year and, despite a
new wave of buying after the Chinese inter-
vention in November, stocks of consumer
goods generally continued to expand.
Fluctuations in output and stocks of major
consumer durable goods have been especially
pronounced in 1950 and 1951. Output
of passenger automobiles and household
goods—carpets, furniture, major appliances,
and radios and television—are measured by a
new index shown in the accompanying chart
and described in a special article on pages
1235-40. This index rose sharply in 1950
and during the second half was two-thirds
above the 1947-49 average. By March 1951
output was only slightly below this advanced
level and, with consumer demand for these
goods sharply curtailed after February, busi-
ness stocks mounted further.
OUTPUT OF MAJOR CONSUMER DURABLE GOODS
Points in Total Index
Seasonally Adjusted, 1947-49 Average for Total '100
Points in Total Index
1947 1948 1949 1950
NOTE.—Federal Reserve indexes. For description see pages
1235-40 of this BULLETIN. Latest figures shown are for August.
National Production Authority limitations
on use of metals for consumer goods in-
creased in importance beginning in the sec-
ond quarter; reflecting these measures as well
as the accumulation of inventories, average
output of major consumer durable goods
began to decline and by July was 35 per
cent below the high first quarter and close
to the 1947-49 average. One of the most
striking curtailments among these goods, and
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one not affected by Federal material limita-
tions, was in output of carpets to the lowest
peacetime level since the mid-thirties. Since
July production of these goods generally has
shown little change. Production of other
consumer durable goods, as a group, usually
shows less fluctuation than do the major
items. During the recent period production
of numerous items, including small appli-
ances, silverware, jewelry, and luggage, has
also declined considerably. Output of auto-
mobile replacement parts, tires, and various
other goods has been maintained.
Production of consumer nondurable goods,
which also showed a further marked rise last
year, continued at record levels into the sec-
ond quarter of this year, when lagging retail
sales led to sharp cutbacks in distributors'
orders. By the third quarter production of
textiles, clothing, shoes, soap, and some other
items was reduced considerably below earlier
peak rates.
Manufacturers' stocks of all types of fin-
ished goods expanded substantially further
during the second quarter, but distributors'
holdings leveled off in May, as shown in the
chart on page 1225. As a result of the cur-
tailments in output of both durable and
nondurable goods and some pickup in retail
sales, distributors' stocks declined and manu-
facturers' stocks of finished goods leveled off
in the third quarter.
Total business stocks of consumer goods
at the beginning of the fourth quarter were
still far above the levels prevailing before the
Korean outbreak. Output of most of these
goods, with the major exceptions of pas-
senger automobiles, meat, and milk, can
be increased from reduced third-quarter
levels notwithstanding the expanding de-
fense program. The general level of con-
sumer demands is also above the pre-Korean
level, but by a smaller amount than dispos-
able income. If there should be an abrupt
upturn in those demands, the present large
volume of supplies of some goods would be
reduced rapidly. On the other hand, the
maintenance of recent levels of buying would
mean that supplies would continue to be
relatively ample.
Market developments for passenger auto-
mobiles and for household durable goods are
of special significance in the consumer goods
situation. While broad changes in demand,
output, and supplies for these two major cate-
gories have been roughly similar this year,
there have been important differences in the
timing and degree of changes. For example,
dealers' stocks of passenger cars, though con-
siderably above earlier post-World War II
low levels, increased less relative to sales than
did stocks of most household goods. Partly
as a result of this relationship, car assemblies
by major producers during the third quarter
were closely in line with the reductions
ordered by NPA, while curtailments in out-
put of major metal household goods were
sharper and greatly exceeded those implied
by material limitation orders. Develop-
ments in these two major classes of durable
goods are discussed in greater detail in the
following sections.
PASSENGER AUTOMOBILES
Passenger car output this year is expected
to total about 5.4 million units, a volume
exceeded only by last year's exceptionally
large output of 6.7 million. During the past
three years about 17 million cars have been
produced and sold. The number now in use
is about two-thirds greater than in 1939.
With employment and incomes high, further
increases in the adult population and the
pressure to improve the general standard
of living have been continuing to provide
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relatively large markets for both new and
used cars.
Current production. The National Pro-
duction Authority has allotted materials for
the production of 1.1 million new cars during
the last quarter of this year, a rate about as
high as for any fourth quarter except that of
1950. Whether this output is attained will
depend partly on the actual availability of
the materials allotted, particularly copper,
and partly on demand expectations. Produc-
tion in the third quarter almost equaled the
1.2 million cars for which materials had been
authorized. Some companies, including the
three major producers, made maximum use
of the materials authorized but other com-
panies curtailed production considerably be-
cause of the high levels of their dealers' stocks
and because of production difficulties.
Sales and stocks. Demand for new pas-
senger cars thus far in 1951 has been con-
siderably below the extraordinary rates
reached in the buying waves of the summer
and winter of last year. Inventory financing
problems developed for certain makes during
the second quarter as total dealers' stocks
were about double the low levels prevailing
in the earlier postwar years. These stocks,
however, amounted to less than a month's
supply at going sales rates.
Dealers' stocks of new cars had increased
in the autumn of 1950 from the extremely
low levels of the summer. They accumu-
lated further when output for domestic use
rose in the first quarter of this year, to an
annual rate of 6.8 million units in March,
as shown in the chart; car sales, as approxi-
mated by registration data, showed little
further rise after February when sales usually
show marked seasonal increases. The rise
in stocks, however, slowed down in the sec-
ond quarter as output was reduced. An
advance of about 3 per cent in Federal price
NEW PASSENGER CARS


















NOTE.—Figures derived by Federal Reserve from Automobile
Manufacturers Association reports on factory sales for domestic
markets and R. L. Polk and Company data on new car regis-
trations. Registrations data for September and output data for
September partly estimated by Federal Reserve.
ceilings was allowed in March, but in the
second quarter dealers increased trade-in al-
lowances and made other concessions. A
sharply expanded volume of exports during
the first half of this year—at an annual rate
of 310,000 units compared with 135,000 in
1950—was a factor in limiting the rise in
domestic stocks throughout the period.
Recent demand influences. After mid-
1951, when output was reduced further, new
car sales also decreased. The decline in sales
was less than in production and stocks were
reduced by about the amount that they had
increased earlier in the year. With stocks
lower, demand for cars in early September
was stimulated by expectations of impending
shortages, higher ceiling prices, and increases
in excise taxes, and by the relaxation of Regu-
lation W terms on July 31 to conform with
the amended Defense Production Act. Pre-
liminary indications are that demand for
new cars has decreased again since the aver-
age advance of about 5 per cent in wholesale
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prices in mid-September. The approach of
new models and other seasonal influences
usually result in a decline in demand for
new and used cars after Labor Day. Owing
to tooling difficulties and material shortages,
the period of new model change-overs may
extend over a longer time than usual. Pres-
ent tentative plans call for the introduction
of new models beginning in late November
and continuing well into next year.
Another factor bearing on demand in-
cludes the limits on instalment sales terms
under the Board's Regulation W. Through-
out the period since its reimposition on Sep-
tember 18, 1950, cash sales of new cars, prob-
ably involving an increasing rate of trade-
ins, apparently have been maintained at
higher levels than instalment sales. During
the first six months of this year instalment
sales were below the corresponding period
a year ago while total sales were virtually
unchanged.
Used cars. Sales of used cars have been
more active than sales of new cars in the
second and third quarters, following substan-
tial reductions in retail prices of used cars
during the spring, as shown in the chart.
Dealers' stocks of used cars have been re-
duced from the relatively high levels which
had been reached in the spring as a result
partly of the increased proportion of trade-in
sales and of dealers' expectations that short-
ages of new cars would develop.
Prices of used cars during 1950 reached a
peak in mid-August but declined sharply
thereafter and by the end of November were
down about as much as might be expected
seasonally from the levels just prior to the
Korean outbreak. From November through
February, prices showed a small counter-
seasonal rise. Reflecting the subsequent eas-
ing of inflationary pressures which developed






NOTE.—Federal Reserve compilation of data from private
sources based on advertised offerings of Chevrolets, Fords, and
Plymouths in Sunday newspapers in 18 cities. Latest figures
shown are for September 30.
level of new car production, retail offering
prices of late model used cars declined about
$150 per unit from March to May. After
May prices showed little downward move-
ment and in early September they strength-
ened as new car prices were advanced.
Consumer/ stoc\s. Changes in the num-
ber and distribution of automobiles in use
have become of growing importance in con-
sidering shifts in demand, especially since
the 1948-49 recession experienced by many
other consumer goods. Reflecting output of
about 24^2 million vehicles since the end of
1945 and a low scrappage rate, the number
of automobiles in use on October 1 is esti-
mated to have totaled 40 million. This is 22
per cent larger than the number in use in
mid-1949. Moreover, early this year about
65 per cent of all families in the nation had
one or more cars compared with 56 per cent
in 1949, according to the Board's Survey of
Consumer Finances, and the number of fam-
ilies with more than one car was increasing.
Apart from their large number, an unusual
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feature of the automobiles now in use is their
age distribution. This reflects the curtailed
production during the war, the limited out-
put immediately after, and the extremely
high production and demand rates of the past
three years, along with the continued opera-
tion of older cars beyond the prewar custo-
mary scrappage age. By the middle of this
year, about 14 million cars, or 36 per cent,
were under three years of age, as compared
with 27 per cent in 1949 and 29 per cent in
1939, as shown in the following table. The
number 10 years of age and over was far
greater than the 4 million in use in 1939.














































NOTE.—R. L. Polk data, with 1939 and 1949 figures re-
grouped and 1951 figures estimated by Federal Reserve.
HOUSEHOLD GOODS
Consumer demand for major household
goods, particularly appliances and television,
has shown very sharp shifts since the Korean
outbreak. As a result, fluctuations in sales,
business inventories, and output have been
more marked for these goods than for pas-
senger cars and most other consumer goods.
Changes at retail stores in the value of sales
and stocks of household goods are compared
in the accompanying chart with the course
of output—all series adjusted for seasonal
variation. A breakdown of output of these
goods into four major groups is shown in a
chart on page 1235.
Production of household goods in 1950 ex-
ceeded the postwar replenishment boom
levels of 1948. Since the first quarter of this
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NOTE.—Sales and stocks indexes compiled by Federal Reserve
from Department of Commerce figures for homefurnishings
stores and Federal Reserve department store data for carpets
and m<?s, furniture, major household appliances, and radios and
television. Output index described on pages 1235—40 of this
BULLETIN. Latest figures shown are: sales, September; stocks,
end of August; and output, August.
in the 1949 recession and the recent level
is close to the low reached at that time. This
sharp curtailment, together with a moderate
rise in consumer buying from the reduced
levels reached in May and June, has prob-
ably resulted in a decline recently in over-all
business inventories of these goods—consider-
ing wholesalers and manufacturers as well as
retailers.
At retail stores the value of stocks of house-
hold durable goods by the end of August was
10 per cent below the May peak, reflecting in
part mark-downs of goods in inventory. The
August figure was still 40 per cent above the
pre-Korean level, while the value of retail
sales in August, and also September, was at
about the same rate as before Korea. Re-
tailers sharply curtailed their orders for
household goods after consumer buying fell
off from the January peak, and receipts of
goods during the second quarter were re-
duced substantially. Retail sales, however,
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did not show the usual seasonal rise during
the second quarter and stocks continued to
increase through May. Retailers' stocks were
reduced thereafter, but stocks held by manu-
facturers rose further to a point where pro-
duction in some plants was discontinued.
Unemployment generally was not a serious
problem as hours of work were reduced and
vacations were extended. There was also
some shift of employees to defense work in
the same plants or to new jobs in other plants.
The decline in consumer instalment buy-
ing of household goods has also been marked
this year in contrast to the increase in other
types of instalment credit. Automobile
credit and miscellaneous personal loans out-
standing rose by a total of about 260 million
dollars during the first eight months. The
remaining volume of instalment credit, based
largely on sales of such items as television,
furniture, and appliances and some nondur-
able goods, dropped by about 650 million
dollars. In the recent pickup in consumer
buying, however, there has also been a notice-
able increase in credit granted, reflecting in
part the relaxation of instalment terms in
conformance with the amended Defense Pro-
duction Act.
Television and radio. Among household
goods, the greatest instability since mid-1950
has been experienced by television. In August
the level of output was only one-third of the
first quarter level and less than one-half of
the average rate in the first half of 1950 al-
though Federal material orders indicated a
production ceiling of about two-thirds of the
latter rate. The composition of output
changed considerably over the period, with
the larger, more expensive console and com-
bination sets rising in proportion to the total
during last year's increase and falling off
during this year's sharp decline. Radio out-
put showed only a moderate decline in the
second quarter, but by August was down to
about three-fifths of the average for the first
six months of 1950, as measured by the new
weighted production index for four types
of radio sets.
Since the second quarter, sales of radio and
television sets have shown a much more than
seasonal expansion, as shown in the chart,
reflecting in part widespread discount sales
by retailers, and marked reductions in manu-
facturers' list prices. Also, the relaxation of
instalment credit terms effective beginning
July 31, by allowing trade-ins to be part of
the required down payment, has been more
of a sales stimulant for television and appli-
ances than for furniture and carpets. The
recent rate of retail sales of television has
been above output and total stocks have
begun to be reduced but they are still large.
Major appliances. The highest levels of
retail stocks relative to sales have been in the
major appliances such as refrigerators, stoves,
washing machines, and vacuum cleaners. At
large department stores stocks of these goods




NOTE.-—Federal Reserve indexes based on data reported by-
large department stores. Latest figures shown are: sales, Sep-
tember; stocks, end of August.
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at the end of August were 180 per cent of the
1947-49 average, while sales in August and
September were 75 per cent of that average.
The sharp increase in new residential build-
ing last year and the decrease this year have
resulted in marked changes in contractors'
purchases of such major appliances as re-
frigerators and stoves. These purchases are
usually not made at department stores and
other retail outlets, but their production is
reflected in the new output index referred
to earlier.
Average output of major appliances was
nearly halved from March to July and was
lower than at any point since the beginning
of 1947, as shown in the chart on page 1235.
As noted for television, the 1950 increases
in output were especially marked for the
more expensive models, which producers
anticipated would find a very large market.
Carpets and furniture. Compared with
appliances and television, fluctuations in buy-
ing of carpets and furniture were less ex-
treme, partly because fears of shortages were
not so great. Furniture production in August
was about one-fifth lower than a year earlier.
The much sharper curtailment in output of
carpets was influenced by sharp declines in
wholesale prices of raw wool and carpets and
the subsequent pressure by distributors to
liquidate inventories.
Prices of carpet wool tripled from the
beginning of 1950 to the early part of this
year, and there was a succession of advances
in wholesale prices of carpets, as shown in
the chart, totaling about 75 per cent. Since
March carpet wool prices have fallen to pre-
Korean levels. Wholesale prices of carpets
have been reduced substantially by October.
Retail list prices of carpets, which had not
increased so much percentagewise, were re-
duced only slightly this summer but, as
in the case of most other consumer durable
PRICES OF CONSUMER DURABLE GOODS
Cent 1947
!-49-100 Per Cent
1947 1949 1947 1949 1951
NOTE.—Special Federal Reserve compilations of Bureau of
Labor Statistics data, which are monthly for wholesale and
end of quarter for retail. Furniture at wholesale includes a
small amount of office furniture. Major household appliances
includes cooking stoves, vacuum cleaners, refrigerators, and
washing machines. Latest figures shown are: retail, end of
June; wholesale, August.
goods, discounts and special promotions on
carpets were widespread. The failure of
retail list prices of durable goods to be re-
duced, except for television sets, probably
reflected trade views that shortages would
reappear soon and that bargain prices would
prove to be temporary.
SUPPLY PROSPECTS
Supplies of consumer durable goods in
coming months will depend largely upon
production prospects which differ for the
various goods. Output of such products as
carpets, other textile housefurnishings, wood
furniture, and china and glassware is not
likely to be limited by material supplies. Fed-
eral allocations of steel, copper, and alumi-
num will continue to be an influence on
output of passenger cars, appliances, and
other consumer metal products. As noted
earlier, new passenger car assemblies are
being permitted at a rate slightly below the
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reduced third-quarter level and about 30
per cent below the rate in the first half of
1950. Metals have been authorized for pro-
duction of automotive replacement parts at
very high levels. For most other consumer
durables, however, the NPA on September
5 announced fourth quarter allotments of
steel averaging about 58 per cent of quar-
terly consumption during the first half of
1950 (or the last half of 1949) as compared
with the 70 per cent limitation during the
third quarter of this year. Use of copper and
aluminum—more sharply curtailed than steel
in the third quarter—has been further re-
stricted.
Several factors make it difficult to antici-
pate now what influences these Federal limi-
tations on use of metals will have on total
output of consumer metal products other
than automobiles. Among these are possible
changes in the amount of metal consumed
per unit of finished product, possible modi-
fication or adjustment in original allotments
as a result of appeals of individual producers,
and the question of actual availability of
metals to meet allotments. Moreover, out-
put of some of these goods has recently been
considerably below levels permitted by NPA.
Mainly for the latter reason, output of major
metal household goods could probably be
increased during the fourth quarter if de-
mands were to rise sufficiently. Also, pro-
duction of numerous nonmetallic durable
goods could be expanded along with out-
put of most consumer nondurable goods.
Metal allotments in the first quarter of next
year, according to recent announcements,
are expected to be below the amounts
allotted during the fourth quarter.
How long the present relationship be-
tween supplies and demands for consumer
durables will persist depends on future
changes in demand as well as in production.
The course of consumer spending in the
period ahead will reflect to a considerable
extent changes in incomes and output from
recent levels resulting from development of
the defense program, expansion in produc-
tive capacity, and modifications in direct and
indirect Federal control policies. Various
other economic and political influences, par-
ticularly the impact of international events,
will also continue to be important influences
on consumer spending and saving patterns.
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